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COWMM SSI ON APPROVES PJM MARKET RATES, MON TORI NG PLAN

The Federal Energy Regul at ory Conm ssion today approved
mar ket - based rates and a market nonitoring plan--key elenents in
the restructuring of the PJM power pool and the operation of an
i ndependent system operator (1SO and power exchange (PX).

The first operational 1SOin the nation, the Pennsylvani a-
New Jer sey- Maryl and Power Pool's (PJM conprehensive
restructuring was approved by the Conmm ssion in Novenber 1997.
The SO is responsible for system operations and regi ona
transm ssi on pl anni ng.

"The Conm ssion can be proud of approving the narket aspects
of PIMs restructuring,"” Chairman Janes J. Hoecker said. "Not
only is PIMs restructuring an inportant step on the road to
fully conpetitive electricity markets in the md-Atlantic region,
mar ket rates for bul k power sales and market nonitoring by |SGCs
or this Comm ssion are signals of things to cone in this
i ndustry."

In today's action, the Conmm ssion approved PJM s narket -
based pricing for energy sales through the PX and for sal es of
certain ancillary services through the PX. The Comm ssion said
that PJIMs market analysis indicates that there is a |l ack of
mar ket dom nance. Conpetition and ease of market entry in a
particul ar market serves to prevent high prices.
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In addition, the Comm ssion said that lifting the cost-based
caps for energy bids for all eligible PIMmarket participants
should I ead to nore players, further increasing conpetition.

In a related order, the Conm ssion approved, with
nodi fications, PIJMs proposed market nonitoring plan. Under the
plan, PIMw || establish a market nmonitoring unit (MMJ) with a
broad range of responsibilities to ensure conpetition and prevent
any undue influence by participating nmenbers. The MVU wi ||
monitor all electric power transactions to ensure participants’
conpliance with PJM s standards and procedures.

As part of the Comm ssion's approval, it directed PIMto
file periodic reports on the status of conpetition and the
efficiency of the PIM market as well as submtting an annual
report.

Noting that the ancillary services market, while stil
devel oping, is both conplex and critical to efficient and
reliabl e operations, the Conm ssion cautioned PIMto closely
monitor this market. The Comm ssion directed the ISOto file a
report on the ancillary services market's activities within one
year .

PJM operates in Del aware, the D strict of Col unbia,
Maryl and, New Jersey, Pennsylvania and Virginia.
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